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JUL 28 1983

Dear Appiicant:

Your aprlicetion for recogaition of exesption from Federsl income tax as
an organization described is section 301(c)(3) of the Internal Revenue
Code tas tien counsidered.

ihc informstion submitted discloses that you vere iocorporsted on [N
, under the non—profit laws of the State of

You are ciganlized for the pu.pose of acquiring, mansging, comstructing,
iaproving, operating and lessing a sursing homc snd other Lealth care
fre iitice, and for civic and cheritable purposes.

Your Articies state that upon dissolution of the corporatiom or the

wircing up of fie sfferrs, ¢ of the corporscion shall be
distributed exclusively to HEE B, their heirs,

designees or ussigus.

Scetion Sui(ce) (L) of the Code provides exemption fox:
"Corporati~nss..organised and opersted exclusively for
religious, charitable, ..0r edvcations]l puuposes,...no
part of the nat esraings of which imures to the benefit
of any private shareholder or {adividual...”

tection 1.501(e)(2)~1 of the regmulations prevides, in pert, as follows:
"(ajls. ur order to be exempt a0 am organizstion described
i srction 501(c)(2), sn orgamisetion sust be both orgamized
cre opciated exclusively for ome or pote of the purposes
specified in such section. If as organisatiov fails to meet

ei.t0s tue ciganizetionel test OFf the operastionsl test, it
LA T mn'-ipt.'
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®"(b)f1)(1) An organization i{s organized exclusively for one or
more exempt purposes only if its articles of organisatior (referred
to in this section as its "articles”) as defined in subparagraph
(2) of this paragraphi
(a) Limit the purposes of such organization to one or
more exewpt purposes; and
(b} Do not expressly ewpower the organization to engage,
otherwise than as an insubstantial part of ics
activities, in activities which in themselves are not
in furcherance of one or more exempt purposes.”

“"(b) (%) Distribution of assets om dissolution. An organization ias
not organized exclusively for one or more exempt purposec unless
its 2ssets are dedicated to an exempt purpose. An orgsnization's
agsets will be considered dedicated to an exempt purpose, for
exemple, if, upon dissolution, such asgsets wvould, by reason of a
provision in the organization's articles or by operation of law,
be distributed for one or more exempt purposes, or to the Federal
Covernment, or to a State or local government, for a pudblic
purpose, or would be distributed by court to another organization
to be used in such manner as in the judgement ¢f the court will
best accomplish the general purposes for which the dissolved
organization was orgsnized. However, an organization does not meet
the orgaenizational test if its erticles or the law of the State
in which it was created provide that its 2ssets would, upon
cissolution, be diatributed to ite members or shareholders.”

"(d)(1)(11) An organisation is not organized or operated exclusive-
iy for one or more of the purposes apecified in subdivision (1)

of this subparagrsph uuless it serves a public rather thanm a
private interest. Thue, to meet the requirement of this sub-
divisfon, it 18 necessary for an organization to establish

rhot Jt is not cijenized or cperated for the benefit of private
“hviepnets quch oe depignated individuals, the creastor or his

iy, wtowecciaers of the organization, or persons controlled,
T “lti- 1y, by such private interests.”



You do not weet the organizatioonal teet since your purpoams sre broader
than those allowed by sectiom 501(c)(3) of the Code and your assets are
not dedicated to an excmpt purpose.

You are a Buccessor to & “"for profit” orgunization, [N
. According to the sales agreement,

« transferred all assets and liabilities on
are the only stockholder

to
corporations.

» 1s the only new
operating policy initisted 89 a result of the transfer of assscts from a

profit-meking entity to you.

lransferring of assets and liabilities from a8 "for-profit” to a "unon-
profit” organigation does not necesserily change the nature of the
orgunizstion. are ¢till the ownurs ang
pricery operators of + Since all assets will be
tiransferred to , thelr heirs, designees, or wssigns, you are
still operating, ultimately, for their benefit.

in sddition, your activities include the operation of & trade or

bhuriness. A trade or business is dafined as any activity carried on for
the productlon of income from the sulc of goods or the performance of
service. JCarrying onm a trade or business for profit referes to the kind of
trode cr business ordinarily carried on for profit regardless of whether

n particular organization operates the trade or business in a wanner
designed to return only operationsl costs or a profit.

Because of the dedication of assets to your founders and the fact that you
are operating » nursing howe in 4 manacr whichk je not distinguisheble from
one opcrated us a for-profit entity, we ave determined thst you do not
weet the operationsl test described in secticr 501(c)(s).

“aaed or the above infarpgntion, we conclude that you arce not exeppt from
M Lt 0OLe Lele st oae deguited to file income Lox returns on Form

- P e tunionsg oY do not wish to file o written
- R  +erio,n Form 6014 in the euclosed sclf-saddressed

e - conclusiors, you may, within 3V dsye {rop
- T T R 1 duplicate « brivf of the facts, law, and
o i.y ¢« . "o} your position. .f you wesir. .u oral
: , .+« indicate this in your protest. ihe
e CLiarewtlor rr. ,.ves instructions for filing s protest.




I1f you do not f.le a protest with Lhis office within 30 days of the date
of this report or letter, this proposed determination will become finsl.

1f you do not protest this proposed determination in a timely marner, it
will be considered by the Internal Revenue Service as 8 fallure Zo exhaust
avajlaeble sdeministracive remedies. Section 7428(b)(2) of the Internal
Revenue Cade provides in part that, "A declartory judgement or decrec
under this section shall not be issued in any proceeding unless the Tax
Court, the Court of Claims, or the district court of the United States for
the District of Columbia deterwines that the organization involved has
exhauste” sdministrative remedies available to {1t within the Internal
Revenue Scrvice.

1f this determination letter becomes ~ final determination, we will notify
the appropriate State Officials, as required by section 6104(c) of tha
Cod, that baged on the information wve have, we are unable to recognize
you sa an organization of the type described in Code section 501(c)(3).

if you tave any furthb.: questions, please contact the person whose name
#néd telephone number are shown at ths teginning of this letter.

Sincerely your-,

District DirccrLor

Erclosures
Fublication 392
Torm 1i2¢C
Torm HUi:t






